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A BILL FOR 

~ An Act regillating control share acquisitions. 

2 6~: 17 ENAC:-ED BY THE GEN!::f<AL .c,SSEMBLY OF THE STATE OF IOWA: 
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Section 1. Section 502.102, 5uhsect~on 14, ~!n~c~:0e~cd 

2 paragraph I, Code Supplement 1987. is a~ended to read as 

3 follows: 

4 For the purposes of seet~ons 502.211 throllgh SB~72!8 

5 50?225, unless the context otherwise requires: 

6 Sec. 2. Section 502.!02, subsection Ie, Code S~Du:e~en[ 

7 :987, is amended ny addir.g the following new lettered 

8 paragraphs: 

NEW LF:':'TERED ?AR(,GRAPH. "Control shares" ~eclnS shd:e~ 

10 chat, except for this chapter, would have voting pewer . .' W 1. ',!1 

11 respect to shares of an issuing publ.ic corporation that, whe~ 

J7. added to all other shares of the issuing publlC corpora~\on 

13 ow~ed by a perso~ or in respect to which tha~ person ~dy 

14 exercise or direct the exerccse of voting power. wou:d e:1lit:e 

IS that person, ilTUT,ediately after acquisition of the shares, 

16 directly or indirectly, alone or as a part of a group, to 

17 exerCise or direct the exercise of the voting power of the 

18 Issuing public corporation in the election of directors within 

19 any of the fol:owing ranges of voting power: 

20 (1) One-fifth or more but less tha~ one-third of all 

21 voting power. 

22 (2) One-~r.ird or more but less than ci majority o~ all 

23 vot i ng power. 

24 (3) A majority or more of all voting power. 

NEW c,ETTERED PARAGRAPH. J • ( 1 ) "Control share 

26 acquisition'· means the acquisition, directly or indirec~lYf by 

27 any person of ownersr.lp of, or the power to direct the 

28 exerCise of voting power with respect to, issued and 

29 OUtstand~~g co~trol shares. 

]0 (2) r8r ?GL~OSeS of t~is section, snare5 acq~:rp.c wi~r.i~ 

3: J11~e~y ddyS C~ shares acquired pursuant to a p:d~ to xake a 

32 conLrol share acquisition are considered to have been acqu~red 

33 i~ the 5a~e acqu:sition. 

3~ (3) For p~rposes G~ this section, a person who acqu:res 

35 s~ares :n t~e ordinary co~~se of business fer thp be~efit of 
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2 this Ghapter or.ly has voting power of s~ares In respect to 

3 which that perso~ wo~:d be ab:e to exercise 0: direct the 

4 exerCIse of VOles w:"th~ut fu~::r.e: instrt:ct:'ot; from ot::f.?::-S. 

5 (4) The acqUisitIon of shares of an ~ssuing public 

6 corporation does not constit~te a control share acquisition ![ 

7 the acquisition is consummated in any of the following 

8 circumstances: 

10 

(a) 

(b) 

11 1989. 

12 

13 

( c) 

(d) 

Before January ~, 1989. 

Pursuant to a contract existing before January., 

Pursuant to the laws of descent and distribution. 

Pursuant to the satisEaction of a pledge or other 

14 security interest created in good faith and not for the pur-

15 pose of circumve~ting this chapter. 

1G ( e j ?ursuan: to a merger Or plan of share exchange ef-

17 reeled :n comp:ia~ce with this chapter if the issuing p~blic 

18 corporation is a party to the agreement of merger or plan 0: 
19 share exchange. 

20 ( 5 ) The acquisition of shares of an issuing public CO[-

21 poracicl~ in goed Eaith and rlOC for the p~rpose ot circumve~t-

22 ing thIs chapter, by or from a person whc)se voting rights haci 

21 prevl~usly been authorized by sharehol,lers in compliance wit:. 

24 this chapter, or a person whose previous acquisition ct shares 

25 Q: .3:"\ iSS:1':'r.g public corporation would hilve c();1sti.luted a 

2& con~:=ol share acquisition bllt for 5ubpardg~ap~ (4), does ~ct 

2; cO;lstitu~e a control share acq~isitio~, ~nle5s erie dCgt~jS~t.O:l 

23 e~tities a~y person, directly or indirect~Yl alone or as a 

29 ?ar: cf d group, ~o exer=is~ or direct t~e exercise or VQ~i~9 
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direct·:.:;r.::>: 

2 (:) An acquir~ng person or me~ber of a grot:n w~th respect 

3 to a control sha~e acquisitioI). 

~ (2) An u~ficc= o~ ~~:c ~ss~ing pub1.ic C8~0~~a~iGn. 

s (3) A:~ employee of the iSSl!ing publ~c cor~:~~at~.)'1 wi:c is 

6 also il di~ector uf the corporat:on. 

7 1\£" LET·,SR£D ?ARI'.GRAPCl. " . 
8 medr!S d corpOCcit:Cn tha~ has all of the fol:owing: 

9 (i) One hilnd~pc or more :;~cirp.~olders. 

1.0 ( 2 ) rts principal place of b~siness, i:5 p[i~cipal office, 

11 or substantial assets within Iowa. 

12 (3) One or more of the followi~g conditions: 

13 (d) More tha~ te~ percent of its shareho:ders reside in 

14 Iowa. 

15 (b) More than ten percent of its shares dre ow"ed by :owa 

15 residents. 

17 (c) At least ten thousand of its shareholders reside in 

18 IOWd. 

19 The residence of a shareholder is presumed to be the 

20 address appeari~g in the records of the corporatio~. 

21 Shares held by oa~ks, except as trustee or guardian, 

22 brokers, or nominees shall be disregarded for purposes of 

23 

24 

25 

7.6 

calculating 

paragraph. 

Sec. 3. 

to read as 

the percentages or nllmbers described in this 

Section 502.218, Code Supplement ~987, lS ar-ended 

follows: 

27 S02.2:8 APPLICAT:ON OF SECURITIES LAW. 

28 All of the provis1ons of this chapter whicn are ,:O[ ~n 

29 co~f!ict with sections 502.2:1 through 5e~~~i8 502.225, dPply 

30 to a~y ~akeover cf~e~ involving a ~a~get CC~Pd:~y and ci co~tr~~ 

31 shar2 <.lcGuisition of an iss:..:inc p~bl_:::,;._c~~~.£9:-a::':'on. 

32 Sec. 4. NEW SECTION. 502.219 LA~ APPLICA3SS ~O CONTRO' 

33 SHARE VOTING RIGHTS. 

34 r;~less ~he ccrpordtion's articles of ~~cc~poratio!) or 

)j bylaws provide, be~ore ~he control s~are dcq~~S~t~O~, ~tal 
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J •• • ciL f _ .1.,,_. 

1 tl1is chapter does ~G~ apply tu conerol st:arp acqu~si::o~:s ~~ 

2 shares 0: the corpo!.""ation, control shares of dn issuing p\l~)l:c 

3 corpo~dtion acquired in a cOllteol share acquisitIon have cnly 

~ such voti:lg rights as are cunterred by section ~02.223. 

5 Sec. 5. NEW SECTION. 502.720 NOTICE OF CONTROL SHA~~ 

6 ACQUISIT ION. 

7 A person who prcposes to make or has made a cor.tro~ s~are 

8 acquisition may at the person's election deliver an acqu1rinq 

9 person statement to the issuing public corporation at the 

10 issuing pub~ic CQrporation's principal office. The acquiring 

11 person statement must set fort~ all of the following: 

12 1. The identity of the acquiring person and each other 

l3 membe~ of any group of which the person 1S a part for purposes 

14 of determining conteol shares. 

15 2. A statement that tne acquir1ng person statement IS 

16 gIven pursuant to this chapter. 

l7 3. The number 

18 owned, directly or 

of shares of 

indirectly, 

the 

by 

iSSJlng public co:poratio~ 

the acqu1ring pecson and 

19 edch other me~ber of the group. 

20 4. The range of. VQti~g power ~nder which the cOOt:o: s~a~e 

2] aCCjuis:::ion falls c:- wculc, 1f consumrr.dLed, fall. 

s. IE the control share acgu~sition has not take:1 p~dce, 

23 both 0f the following: 

7.4 a. A description in reasonab:e detail of the terms 

7~ pr~po~ed control sr.are acquisi~ion. 

28 d"(,,(: based, th3t :he proposer..: centro] sLare dcquisitlOii, .i..~ 

)9 cur~stlmmated, will, no~ be ccncrary tCl law; and :~at :~e 

~0 dc~cir~ng perso~ has ~he ~ina~cial capdci[y to ~a~c :hp 

propCS2d co~trol s~a~e acquisition. 

Sec. 6. NEW SEc'r:GN. 

33 ~ETERMIN2 CO~TRO~ SHARE VOT=~G ~!GH~S. 

give;,; ,,', 
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1 ll~dertaking to pdy t~e ':C~9cration's eXgenses ~E a specldl 

2 meetil1g, withi~ :erl days thereafter, t~e directors of thp 

J issuj,ng public COr?Crd:~on sha~]. call a specia: meetj,~g ot 

1 sharc:-tol.cers of the issu':':tg pub::'ic co~porati()r: :or: ::~e !=,Gt":}:)Se 

~ of consider~~g the vo:~::g rights t~ be accorded :~e 3~a~P5 

G acquired or to be acq~ired in the COl1trol S:ldre dCq~lSlL::):l. 

7 2. Unless the acquir':'ng pe:son agrees i.ll writ':'ng to 

8 another da~e, the special meeting of shareholders shall be 

9 held within fifty days after receipt by the ':'S5tli~g public 

10 co~pcratlon of the ,equest. 

II 3. It no tequest is made, the vcting rights Lo be acco~Ged 

:7 the shares acquired in the contro! share acquisiti'lll shall be 

13 presented to the next special or annual meeting of 

14 shareholders. 

l~ 

16 

17 

28 

4. 

time of 

special 

receipt 

If the acquir:ng person so requests in writi~g at the 

delivery of the acquiring person statement, the 

meeting must not be held sooner than thirty days a~ter 

by the issuing public corporation of the acquiring 

19 person statement. 

20 Sec. 7. NEW SECTION. 502.222 NOTICE or SHAREHOLDER 

21 ).\a:TING. 

22 •. If a special meeting is reqllested, notice of the 

23 special meeting of shareholders shall be given as promptly 3S 

24 reasonably practicable by the issuing public corpccar:on ro 

75 all shareholders of record as of the record date S~t for :he 

25 meeting, whether or ~ct the shareholders are ent~~lpd :0 ~~)rp 

27 d~ the mee~ing. 

28 2. Notice cf the spec:al or annual sharehoider ~eel;~g dl 

29 which the voti~g rights are to be conside~ed ~llSt i~cllJte ~r 

JO he accompa~:ed by both of the tol:owi~g: 

~~ d. A copy of the acquiring person statemp~t de:ive~~a ~2 

32 :he issui~g public corporation pu~suant to tr.is c~ap~e~. 

33 b. A statement by :he board of di:ecto~s ()f t~e cor-

3~ porat:on, avtr.orized cy its directors, of :ts pos::ic~ ~: 

it is taki~g no posi:io~ cr 2aK:~q 

-~-
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ie 1 recommer.ca:loIl, '"i::h ,espec" to rhe proposed Ce;el:rCll :ondre 

2 dcquisition. 

3 Sec. H. NEW SECTION. 502.223 ?ESOLJ'l'TON GRAN:' T NG CO~TRG" 

4 SEARE VOT:NG ~~GHTS. 

5 1. C~~trc: 5ha~e5 acq~ired in d c~~l~rol s~a:·e ,~CqU:~l~lCil 

G ~ave tte same vo~i~g r:ghts as were accordec t~e shares ~et()~e 

~ the control share acquisition, but only :0 the exte!lt gran:cd 

8 by resoltition approved by the shareholders of the iS5ui~g 

9 public corporation. 

10 2. To be approved under this section, the resolution ~~st 

1: be approved 

12 a. Each 

by both of the following: 

voting gro~p erltitled to vote separatc:y on the 

13 proposal, by a majority of all the votes eeltitled ~o be cast 

14 by that voting group, with the holders of the ollts~ .. ar.di!1g 

15 shares of a class ~eing entitled to vote as a separate vot~r.g 

16 group if the proposed control share acquisition would, if 

i7 fully carried out, res~lt in any of the changes described iel 

18 sections 496A.68 and 496A.76. 

19 b. Each voting group entitled to vote sepacately on the 

70 proposal, by a majority of all the votes entitled to bp CaK[ 

2l by that 

22 Sec. 

23 SHARES. 

group, excluding a~l interested sr.ares. 

~. SEW SECTION. 502.224 REDEM?TION OF CON~ROL 

24 1. IE authorlzed in a corporation's articles of 

25 incorporation or bylaws before a control share acquisit:on ilas 

26 occurred, control shares acquired in a cont:oi share 

27 aCGuisition with respect :0 Which no acq~liring persor1 

28 statement has been filed with :he lssu:ng pub:ic corpu:'!~lU~ 

29 :nay, ct any time dur:'ng the pe~':'od e;o:r.i.ng s1:<':Y r:iays ,}::0:'- ::-~:e 

~n last acq~isition of COlltro: shares by ~he acqUlr::1g pe!·scr~, 00 

J: s:..ibject ::0 rede!1pt~o:; by the ccrporat~o!1 at tr:c ~di: \',-!~.: . .;--

3~ thereo~ purSilant to t~e prcced~res adop~ed by :he co:~(~rdt~o~l. 

1~ are ~ot sub~ect La • .. t' 
reae~pt:o~ ci ~e: 

~~.led ~~:ess che 
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2 502.223. 

1 Sec. 10. Nn, S:::CrON. 502.225 ~:GHTS OF ~:SSS\TING 

1 Si1/\R~HO!..DERS. 

~ L. U~less Gt~erw~se previaed in a corp0~~t:C~'s ar~icles 

6 o~ inCO[pUrd~ion or bylaws be~()re a co~~~oi ~~~~C ~cquis~t~o~ 

7 has occu~red, if COIltrol shares acquired ~n a ccn1_r~1 sha~e 

8 acquisition dre accorded full voting rights and the acqu!ri~g 

9 person has acqui~ed control shares with a na~cr~~y or more c[ 

10 a:: voti~q power, all shareholders of t~e lS5Ui~q p~b:~c 

11 corporation have dissenters' rights as provide<] in this 

17 chapter. 

13 2. As soon as practJ.cable after suc~ eve:)tS ha'/e oCCllrred, 

14 the board of directors shall cause a notice cO he ~ent to ael 

15 shareholders of the corporation advising thex o~ the facts ar.c 

16 that they have dissenters' rights to receive the fair value o~ 

17 their shares pursuant to section 496A.78. 

18 3. As used i~ this section, Nfair value" ffieanS a value ~ot 

19 less tha:: the highest pr ice paid per share by :he acqu':'ring 

20 pe,son in the control share acquisition. 

21 Sec. 11. This Act takes effect as to al: contr8~ sr.a ~e 

22 acq\;i5~tions on or after January 1, 1989. 

23 EXPLANATION 

24 ~his bill is an anticorporate takeover bil: mndpied en the 

25 Indiana model recently approved by the United S~dces Supreme 

26 Court in CTS Corooration v. Dynamics Corporation o~ A~p=ica, 

27 481 U.S. , 95 L.Ed.2d 67, 107 S.Ct. 1637 (l987). 

28 Section 1 defines the ;<ey term "co:1t~ol shares" 2~'; s!-:.3~es 

29 :nat have the power, ei:he, directly or :ndirec:i;, ~2 

30 exprc:se voting powe: of cer:ain speci~ied s:re;lgt~s L •• r~e 

II elect~on of a public corpora~ion's directcrs. 

12 Section 2 de:ines terms including: "con!:.r8~ s::..~;e 

33 acquisition", the key as :0 :he tixe whe~ ~e5tr~cri~~s ~~de~ 
34 ~"e '01·'1' "eco~a effec"voo ";·"teres·~a~ rna-es'" ~ .... ri ,,; - ...... ..., \..,. .... oJ HI'- ...... 1.._ .... , _I. '-<:::" ..=>.... ,a~,\" -SY~11 .. ':1 

35 public corporation", t~e c:ass of corporatIons to w~ich ~he 

-7-
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S. f. 

2 Section 3 applies other provisions ot the seCU(!t:les 

3 chapter to a COiltro: share dcquisiticn. 

4 Seetio;; 4 IJerr.ll:';s ca:.-pordt.;.ons to opr. ct..,;: e;: :e::,:-:.-ict:c:::.; 

S on contr~")::" share acq:..:i.5!~.ion~ ir:lposed ir i,!1e b':'l':' !)y p:.-S'v.!.s':'-:)r. 

6 In the corporation's articles of incorpo:.-atic~ 0:'- ~ylaws. 

7 Section 5 requires an accuirino oerSOll of c')ntro~ sha:es ~() 
.. ..."I .. 

8 notify the target corporation and provide certajn informat:on. 

9 Sections 6 and 7 ;>rovide for notice a:;c conduct of' a 

10 special meeting of the corporation's sharehoJdees at the 

11 acquiring person's expense within a limited time af'ter the 

12 notice of control share acquisition. 

13 Section 8 restricts conteol share votIng by requirlng a 

14 resolution to be approved by the other shareholders to grant 

15 the control shares the same voting rights they had prior to 

16 the acquisition. The resolution must be approved hy all 

11 voting classes. 

18 Section 9 provides for the redemption of control shares :n 

19 limited circumstances if prior provisions are made in the 

20 articles or bylaws. 

21 Section 10 grants certain rights to dissenting 

22 shareholders, unless otherwise limited by the artic"es or 

23 bylaws, including the dissenter's rights provided ~or under 

24 existing law by section 496A.78. 

25 Section 11 provides a special effective date.fr.e bIll 

26 takes effect for acquisitions on or after Jan~ary l, 198~. 

27 

28 

29 

30 

3l 

32 

33 

34 

35 
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